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1. Conversions from FCFA to current U.S. dollars made at the 


following rates: 
1986: 350.0/$1. 


1983: 


381. 


1/$1; 


1984: 


437.0/$1; 


1985: 


449.3/$1; 


2. Data are not considered reliable since no national census 


has been taken since the mid-1970's. 


3. Drop in income from 1983 to 1984 most probably reflects 
improved data rather than actual drop. 


4. Projected. 





I. Summary: 


During the past year Chad's efforts to revitalize its economy 
have met with mixed results. The rallying of various rebel 
groups in 1985 and early 1986 and the rapid return of French 
forces in response to renewed Libyan-backed aggression in 
northern Chad in February 1986 have contributed to increased 
confidence in the stability of the current regime. All of 
Chad's few "major" manufacturers increased production in 
1985. Reconstruction of war-damaged buildings and new con- 
struction starts continued at a rapid pace in N'Djamena 
despite the renewed fighting in February. Good rains and 
improved security in the agriculturally important south made 
possible an excellent grain crop in 1985, greatly reducing 
Chad's food aid requirements and easing the famine conditions 
resulting from the recent African drought. 


A significant drop in the world price of cotton has brought 
Chad's largest enterprise, the cotton parastatal, CotonTchad, 
to the brink of bankruptcy. With cotton revenues accounting 
for 85 percent of Chad's foreign exchange earnings and approx- 
imately 50 percent of government revenues, CotonTchad's 
financial crisis has serious implications for government 
finance. Chad's already tenuous financial position will be 


further weakened, forcing the government again to rely on 
foreign budgetary assistance to make ends meet. Major donor 


assistance will also be required if CotonTchad is to be saved 
from bankruptcy. 


United States economic interests in Chad remain minimal. A 
consortium of oil companies, with Esso Exploration as the 
operating partner, will soon suspend activities in southern 
Chad until an upturn in world oil prices. At the second 
United Nations-sponsored Round-Table on Chad held at Geneva 

in December 1985, the government solicited donor assistance 
totalling $425 million for long-term development projects in 
Chad. The various donor-financed development projects present 
U.S. firms with their best sales possibilities in Chad. U.S. 
direct investment will continue to be negligible. 





II. Current Economic Situation and Trends 
A. Political/Economic Overview 


As his fourth year in power draws to a close, Chadian 
President El Hadj Hissein Habre can take pride in having 
given Chad its longest period of political stability since 
the mid-1970's. The effects of President Habre's policy 

of national reconciliation were readily apparent in 1985 
when thousands of southern Chadian rebels and dozens of 
dissidents living abroad rallied to the government. This 
led to reduced tension and improved security in Chad's most 
economically important region, the south. Production at 
Chad's four southern-based manufacturing plants approached 
the "pre-war" levels of 1977 for the first time since fight- 
ing reached the capital of N'Djamena in 1979. 


Libyan forces continue to occupy the northern third of the 
country. However, when Libyan-backed rebels launched an 
offensive in February 1986 they were soundly defeated by 
government forces. This show of government strength com- 
bined with the return of French forces to Chad has fostered 
a degree of confidence in the future of the regime that has 
encouraged development organizations, private entrepreneurs, 
and traditional merchants to commit their resources to 
rebuilding the Chadian economy. A milestone in Chad's 
economic recovery was reached in December 1985 when donor 
countries met in Geneva to discuss long-term development 
assistance at the United Nations-sponsored Roundtable on 
Chad. While Chad will remain among the world's poorest 
nations for the foreseeable future, many sectors of the 
economy are gradually recovering from the devasting effects 
of the recent African drought and the fighting from 1979-82 
when the government changed hands three times and many parts 
of the capital of N'Djamena were destroyed in the combat. 


B. Agriculture and Animal Husbandry 


Agriculture: As a result of good rains and improved security 
in southern Chad, the agricultural sector, the heart of Chad's 
economy, doubled production in 1985. The grain harvest was 
estimated at 600,000 metric tons (MT), a dramatic improve- 
ment from 1984's drought-damaged crop of 310,000 MT. If 
normal rains continue, Chad will be well on its way to 
agricultural self-sufficiency. 





Animal Husbandry: Second only to cotton in importance as a 
source of foreign exchange is Chad's livestock industry. 
Livestock represents 15 percent of Chad's GDP and employs 

35 percent of the population, including virtually all the 
nomadic peoples who inhabit Chad's northern and eastern 
prefectures. The value of beef on the hoof exported in 1985 
was estimated at 50 billion FCFA* (then about $107 million). 
Over 70 percent of the export trade is carried on illegally 
without paying taxes or duties, depriving the government of 
the benefit of much-needed tax revenues. The livestock 
industry was especially hard hit by the 1984/85 drought. 

It is estimated that 1.5 million head out of Chad's national 
herd of 4.7 million head were lost during this period. The 
cattlemen are now trying to rebuild their herds. 


C. The Cotton Industry 


In 1985 Chad's cotton crop increased from 98,000 MT to 123,000 
MT, but as a result of a 50 percent drop in the world price 

of cotton, Chad's cotton parastatal, CotonTchad, finds itself 
on the verge of bankruptcy. Cotton represents 80 percent of 
Chad's export earnings and directly or indirectly accounts 

for 50 percent of government revenues. CotonTchad's bankruptcy 


would have far-reaching implications not only for the govern- 
ment but for the hundreds of thousands of southern peasants 
who earn their living farming cotton. Efforts are currently 
underway to bail out CotonTchad. Recommendations have been 
made to reduce the scope of the company's operations and to 
improve management. However, even if all the proposed recom- 
mendations are adopted, CotonTchad will still need significant 
donor assistance to survive until the end of the decade, 
when cotton prices are expected to rise again. 


D. Manufacturing 


One of the bright spots in the Chadian economy in 1985 was 
the resurgence of the small manufacturing sector. With the 
notable exception of CotonTchad, all four of Chad's other 
manufacturers increased both revenues and production in 1985. 
The most impressive gains were made by the brewery, Brasserie 
du Logone, and the national textile company, Societe Textile 
du Tchad (STT). The brewery increased production by 23.5 
percent, from 3.2 million gallons in 1984 to 4 million 

in 1985, Revenues in CFA francs increased by 30.7 

percent to 3.71 billion FCFA (about $7.9 million). STT 
increased production by 9.8 percent, from 15.4 million run- 
ning yards of fabric in 1984 to 17.1 million last 


* CFA Francs 





year while increasing revenues in CFA francs by 25.2 per- 
cent to 7.4 billion FCFA (about $16.5million). STT's im- 
proved performance can be attributed to improved management 
and increased government efforts to control illegal textile 
imports from Nigeria and Cameroon. The national sugar 
company, Societe Nationale Sucriere du Tchad (SONASUT), 
increased production by 4.6 percent from 25,155 MT in 1984 
to 26,509 MT in 1985. Revenues in CFA francs increased by 
13.3 percent to 8.9 billion CFA (about $20.0 million). The 
national cigarette company, Manufacture de Cigarettes du 
Tchad (MCT), another parastatal firm that has long had 
financial problems, showed a marginal increase in production 
of 3.7 percent from 14.9 million packages in 1984 to 15.4 
million in 1985. Revenues in CFA francs increased by 11.3 
percent to 2.2 billion FCFA. (about $4.9 million). Asa 
result of the catastrophic drop in the world price of cotton, 
CotonTchad is projecting losses for the period 1984/86 of 

15 to 20 billion FCFA ($33 million to $44.5 million at the 
1985 average exchange rate). MCT and SONASUT should con- 
tinue to show modest growth in 1986 as long as the current 
calm in southern Chad prevails. STT and the brewery will be 
adversely affected by CotonTchad's financial problems: STT 
relies on CotonTchad to provide raw materials, while beer 
sales are expected to be reduced in 1986 since southern 
cotton farmers will have less disposable income (almost all 
of the brewery's product is consumed in the capital of 
N'Djamena and the non-Moslem areas of southern Chad). 


E. Transportation 


1. Surface Transport: One of the factors severely hampering 
economic development in landlocked Chad is inadequate trans- 
portation infrastructure. There are no railroads or river 
ports, and only 155 miles of paved roads now in deplorable 
condition. There are 4,349 miles of "improved" dirt roads 
providing access to some of the vast hinterland but many of 
these roads are impassable during the rainy season. A number 
of donors, including the United States Agency for International 
Development (USAID), have committed themselves to road rehabi- 
litation projects. A fleet of over 200 heavy trucks and the 
maintenance facilities to support them have been turned over 
to the government by the United Nations now that they are no 
longer needed for famine relief. This greatly enhances the 
government's transport capacity. With the opening of a 

bridge across the Logone river near N'Djamena in August 1985, 
Chad now has a permanent road link with neighboring Cameroon. 
In addition to the bridge, two small ferries operate between 
N'Djamena and Kousseri, Cameroon. 





2. Air Transport: The only airport in Chad capable of 
handling modern jet aircraft is the international airport 

in N'Djamena. Smaller airports suitable for propeller air- 
craft are located in Sarh, Moundou, Abeche, Mongo, Doba, and 
Bongor. Chad is served by two weekly passenger flights 

from Paris: N'Djamena-Bangui-Brazzaville and return; a weekly 
Air Afrique Paris-N'Djamena cargo flight; an Air Afrique 
Dakar-Nouakchott-N'Djamena-Jeddah and return flight; and a 
weekly Air Sudan flight from Khartoum which serves N'Djamena 
and Kano, Nigeria. Chad's national airline, Air Tchad, 
operates a Fokker-27 and a Twin Otter on domestic routes, 
and also flies to Bangui on an irregular basis. Chad and 
Cameroon have signed a civil aviation agreement which has 
yet to be implemented. Two charter companies operate light 
aircraft. With the return of French forces, the runway in 
N'Djamena is once again being upgraded to support more 
frequent use by large aircraft. 


F. Energy 


Petroleum imports from Nigeria supply the bulk of the energy 
needs for the modern sector of the Chadian economy. Total 
consumption is only 23.8 million gallons per year. There 
are confirmed petroleum deposits in the Lake Chad region 

and in southern Chad but Chadian petroleum resources will 
not be developed at least as long as the current glut on 

the world oil market continues, and probably well beyond. 
The vast majority of Chad's people meet their daily energy 
needs by using traditional fuels such as wood and charcoal. 


G. Foreign Trade 


1. Exports: Cotton exports account for approximately 80 
percent of Chad's foreign exchange. As a result of last 
year's disappointing cotton crop Chad had a trade deficit of 
$67.8 million. The prospects are for an even larger trade 
deficit in 1986 due to the 50 percent drop in the price of 
cotton on the world market. Chad's second largest export is 
beef on the hoof. Cattle are driven across the border to 
Niger and Nigeria from the Lake Chad region. The size and 
importance of this trade is not accurately reflected in 
Chad's balance of payments since the bulk of it is exported 
illegally to avoid taxes and duties. 


2. Imports: Chad's principal commercial import is fuel from 
Nigeria and Cameroon. Chad also imports building materials, 
light machinery, vehicles, foodstuffs, and consumer goods 





from Nigeria and Cameroon. While Chad continues to maintain 
close commercial ties with France for products such as tele- 
communications equipment and pharmaceuticals, its two south- 
western neighbors, Nigeria and Cameroon, have replaced France 
as Chad's leading source of imports. Despite Chad's economic 
problems, imports continue to increase, from the equivalent 
of $129 million in 1984 to $134 million equivalent in 1985. 
These commerical import figures do not include the value of 
Chad's largest and most important import: the approximately 
165,000 MT of food relief given to Chad by donors in response 
to the 1984/85 African drought. 


H. Government Finance 


Despite continued austerity measures and improved revenue 
collection, Chad will again face a severe budget deficit 
unless it receives substantial financial assistance from 
foreign donors. Government revenues in 1985 were 18.5 
billion FCFA (about $41 million). Customsreceipts accounted 
for 63.3 percent of the revenues raised while personal and 
corporate income taxes accounted for only 16 percent. In 
1985 government spending was 31.4 billion FCFA ($69.8 million), 
resulting in a deficit of 13 billion FCFA ($28.6 million) 
which was financed with budgetary support provided by the 
French and United States Governments. Faced with continued 
Libyan aggression in northern Chad, the government will be 
unable to reduce defense spending, which accounts for approxi- 
mately 40 percent of the budget. Other government agencies 
and services have already been cut to the bone, and civil 
servants who were on half pay durina 1982-1985 are now only 
receiving 60 percent of their salaries. To exacerbate this 
already grim situation, the government has agreed to give 

up for the time being the cotton export tax to help keep 
CotonTchad afloat. A deficit of $12.6 million equivalent 

is being projected for 1986, forcing Chad once again to rely 
on foreign assistance to make ends meet. 


I. Foreign Debt 


As a result of earlier political instability and limited 
natural resources, Chad has not been able to borrow heavily 
and is one of Africa's least indebted countries. Chad's 
debt service is a modest $5-7 million a year, less than 10 
percent of its normal export revenues. Chad's total foreign 
debt at the end of 1985 was $169.1 million. Even this rela- 
tively small debt is a burden to Chad's struggling economy. 
The government hopes to negotiate a debt rescheduling agree- 
ment with the Paris Club in the next year. 





III. Implications for the United States 
A. Foreign Investment Policy 


The Government of Chad welcomes foreign investment. Real 
estate concessions, customs and public utility privileges, 
and tax incentives are available to investors willing to 
develop agricultural, industrial, mining, and petrochemical 
projects in Chad. Tax incentives guaranteed for 25 years 
are being offered to investors willing to commit 1 billion 
FCFA (currently about $2.9 million) or more to a project. 
For investors committing lesser amounts, guarantees of 
shorter duration are offered. Customs benefits and tax 
incentives are also available to investors willing to recon- 
struct some of the hundreds of homes and buildings damaged 
by the fighting in N'Djamena from 1977 to 1981. 


B. U.S. Sales Possibilities 


A poor transportation infrastructure, small markets, tradi- 
tional trade links, use of the French language, and limited 
financial resources have greatly limited U.S. business 
activities in Chad. Chadian businessmen have traditionally 
looked to France and more recently Nigeria and Cameroon as 
trading partners. Chad's nascent textile, tobacco, and 
sugar industries are heavily protected, and there is little 
market for the high technology products produced by many 
American firms. Nevertheless, U.S. firms have sold agri- 
cultural equipment to SONASUT and all of the gins used by 
CotonTchad are American made. Some IBM data processing 
systems are employed by the government and SONASUT. Mobil 
Oil and Esso Exploration have both been operating success- 
fully in Chad, Esso exploring for new oil deposits and Mobil 
retailing aviation and ground transport fuels. The best 
sales opportunities for American firms will present them- 
selves as the projects financed by donors at the 1985 
United Nations Chadian Roundtable get underway. U.S. firms 
in the fields of construction, engineering, agribusiness, 
and public health which have experience operating in the 
Third World may be interested in bidding on projects 
financed by multilateral donors such as the World Bank 

or the African Development Bank. 
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